GENERAL COUNSEL’S REPORT
October 23, 2013

Christian Care Center of Memphis f/k/a Americare Health and Rehabilitation Center,
Memphis (Shelby County), TN — CN0908-045AE

Request for a $1,853,976 project cost increase from $8,639,395 to $10,473,976 and a two (2)
year extension of the expiration date from January 1, 2014 to January 1, 2016.

This project was originally approved by 6-0 unanimous vote on November 18, 2009 for the
partial relocation and replacement of ninety (90) of the two hundred thirty-seven (237)
nursing home beds from AmeriCare Long Term Specialty Hospital, LLC., which was located
at 3391 Old Getwell Road, Memphis (Shelby County), TN, to a new facility to be constructed
at the northwest corner of Kirby Parkway and Kirby Gate Boulevard, Memphis (Shelby
County), TN. This project was permissible under T.C.A. § 68-11-1629.

The following modifications have been approved:

1) In December 15, 2010, a twelve (12) month extension from January 1, 2012 to January 1,
2013 was approved by a vote of 6-0-1; and

2) In Novemberl6, 2011, a twelve (12) month extension from January 1, 2013 to January 1,
2014 and modification of the CON for a change of control was approved by transfer of
100% of the membership interest, of the ownership and operating entity, Oaktree Health
Rehabilitation Center, LLC from the Americare affiliated entity to Christian Care Center
of Memphis, LLC by unanimous vote of 11-0.






[}
e
STITES&HARBISONG-w.c o
e —— ey
ATTORNEYS L:?% SunTrust Plaza
1. 401 Commerce Street
Lid Suite 800
LR Nashville, TN 37219

[615]) 782-2200
[615] 782-2371 Fax
www.stites.com

September 30, 2013

Jerry W. Taylor
(615) 782-2228
_ . (615) 742-0703 FAX
Melanie M. Hill jerry.taylor@stites.com

Executive Director

Tennessee Health Services and Development Agency
Frost Building, 3rd Floor

161 Rosa L. Parks Boulevard

Nashville, TN 37243

RE: Christian Care Center of Memphis
f/k/a Americare Health and Rehabilitation Center
CN0908-045AM
Request for Extension and Cost Increase

Dear Ms. Hill:

This is to request, on behalf of Oaktree Health and Rehabilitation Center, LLC, a two
year extension of the expiration date, and approval of a cost increase of $1,853,976.00, making
the total estimated project cost $10,473,976 (exclusive of filing fees). This is the second request
for an extension of this CON and the first request for approval of additional costs. But it is the
first request for a modification of any kind since my client acquired ownership of the company
following the Agency’s approval of the change of control on November 16, 2011.

Under the previous ownership, this project appeared to be making little progress. (Please
see Attachment 1 for a chronological summary of the history of this project). The company
which holds the CON, Oaktree Health and Rehabilitation Center, LLC was acquired by my
clients, J. R. Lewis and Richard B. Griffin II, through the entity Christian Care Center of
Memphis, LLC, effective in February of 2012. Since the acquisition of the company, Christian
Care Center of Memphis has committed substantial financial resources and manpower in order to
purchase the land, completely re-design the facility, and straighten out several other development
issues.

Mr. Lewis’ profession is nursing home ownership and operation, and Mr. Griffin owns
Griffin Construction Company which specializes in the design and construction of nursing
homes. Mr. Griffin and/or his related companies have developed and constructed 10 nursing
homes in the past 5 years alone (a listing of these facilities will be provided upon request). Mr.
Lewis and Mr. Griffin jointly hold ownership interests in several nursing facilities in Tennessee
and other states. (Please see Attachment 2 for a listing of such facilities). In addition, Mr. Lewis
has ownership interests independent of Mr. Griffin in several other nursing homes in Tennessee

18678N:130140:1018089:3:NASHVILLE
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and other states (a listing of these facilities will be provided upon request). Between the two of
them, they are skilled and experienced in the planning, development, construction and operation
of skilled nursing facilities, and are absolutely committed to the full implementation of this CON
and the development of a first class skilled nursing facility to be called Christian Care Center of
Memphis. In order to make this a reality, the extension of time and approval of the cost increase
are absolutely necessary.

The extension of time and cost increase, respectively, are justified for the following
reasons:

Extension of Time: The Agency approved the change of control of the company on
November 16, 2011, and at the same time extended the expiration date by one year to January 1,
2014. At that time, my clients were under the understanding, based on the documents they were
able to review, that the land was under a very straight-forward Option to Purchase which could
be closed upon quickly, and that adequate facilities drawings were in place. Subsequently,
several issues arose which proved those beliefs to be incorrect. In retrospect, a longer extension
should have been requested, but these delays were not reasonably foreseeable. More specifically
the following problems were dealt with:

1. The site was to be on a tract of land which was part of a larger tract under control
of an unrelated party, Wills & Wills, L.P. The prior CON holder had made some commitments to
this third party that were now expected of Oaktree/Christian Care Center of Memphis. It took
several months of negotiations in order for the property seller and Oaktree/Christian Care Center
of Memphis to come to agreeable terms for the purchase. During this time, Oaktree/Christian
Care Center of Memphis engaged a local engineering firm and included its architects in
discussions with the property seller to ensure that the parcel the seller was marketing to
Oaktree/Christian Care Center of Memphis would meet local and regional planning guidelines
and serve the purpose of supporting a long-term care facility. The land purchase was finally
closed on November 21, 2012 over one year after approval of the change of control).

2 The previous owner had conducted absolutely no due diligence or vetting relating
to the site or worked with city officials to ensure the site was appropriate for the intended
purpose. The normal process in a urban area such as Memphis requires working with City
officials, before plans are submitted to secure a building permit, to deal with issues such as storm
water drainage, water and sewage connections, utilities, and the like. The current owners worked
though all of these issues with the city, which entailed an enormous amount of time. The
detailed plans were submitted to the City of Memphis on April 14, 2013. The City of Memphis
has not yet approved the plans or issued the building permit. That approval is expected soon,
perhaps in October 2013.

18678N:130140:1018089:3:NASHVILLE
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3 At the time of the acquisition and change of control, no building plans had been

prepared. An architectural contract was signed on December 12, 2012. Full detailed plans were
prepared and then submitted to the Department Health for approval. The Department of Health
finally approved the plans on August 12, 2013.

Substantial Progress: In light of the many difficulties facing this project when Oaktree
was acquired by my clients, substantial progress has been made. To summarize the progress to
date: (1) the land has been acquired; (2) an architect and construction company have been hired;
(3) a building permit application has been made and approval is expected shortly; (4) full
detailed building plans have been prepared, and have been approved by the Tennessee
Department of Health (a copy of the approval letter is attached as Attachment 3); (5)
construction and permanent financing has been approved, and a closing on the loan is expected
to occur by the end of October (a copy of the loan approval letter is attached as Attachment 4).

Projected Time for Completion: The estimated date of completion is January 1, 2016.
For the Agency’s convenience, a completed Project Completion Forecast Chart is attached as
Attachment 5. This is believed to be a reasonable schedule. Once the building permit is issued
by the City, site preparation will begin in short order. The projected construction time line is
approximately 12 months. Twenty-four months is needed because the owner does not know
exactly when the City will issue the permit, and there is also uncertainly as to the time that will
be required to get the licensure survey and approval.

Increase in Estimated Project Cost: Virtually every significant category of project cost
was underestimated; in some cases drastically so. For the Agency’s convenience a Project Cost
Chart, reflecting the original itemized cost estimate and the current revised cost estimate is
attached as Attachment 6. Part of the cost increase is due simply to inflation and the passage of
time: the application was submitted in August of 2009. In other cases it appears the previous
owner simply under-estimated the cost, for whatever reason. Finally, part of the increase was
due to the fact the current owners are committed to building a facility with nicer finishes and
patient amenities than would have been possible in accordance with the original cost estimates.

Submitted herewith is a check in the amount of $11,059 to cover the requested two year
extension. Based on information provided by HSDA staff, this is the balance of the allowed
fees, in light of the maximum fee amount as set by HSDA Rules.

Please place this request on the agenda for the October 23, 2013 HSDA agenda. I and
other representatives of the new ownership of Oaktree Health and Rehabilitation Center, LLC
will be there to answer questions and provide additional information if needed. Thank you.

18678N:130140:1018089:3:NASHVILLE
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Sincerely yours,

GEP 307131139

ISON, PLLC
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Chronological History of Americare Health and Rehabilitation Center

CN0908-045AM

August, 2009
November, 2009
December, 2010

November, 2011

November, 2011
February, 2012
November, 2012
December, 2012
April 2013
April 2013
August, 2013
September, 2013

September, 2013

CON Application filed

CON Application approved

LI

1 year extension granted from Jan. 1, 2011 to Jan. 1, 2013

Transfer of ownership approved: Oaktree Health and
Rehabilitation, LLC to Christian Care Center of Memphis, LLC

1 year extension granted from Jan. 1, 2013 to Jan. 1, 2014

Acquisition of Oaktree by CCC Memphis closes

Land purchase by CCC Memphis closes
Architect contract signed

Plans submitted to City of Memphis
Plans submitted to Department of Health

Plans approved by Department of Health

Construction and permanent financing loan approved

Request for CON modification filed

ATTACHMENT 1



Rick Griffin/Randy Lewis Companies
Nursing Home Operations

Christian Care Center of Bedford County

Christian Care Center of Johnson City

Lancaster Medical Investors dba Christian Care Center of Lancaster
Lakebridge Medical Investors dba Lakebridge Healthcare Center
Christian Care Center of Springfield

SEP 30°13 rx1:33

Location

Shelbyville, TN
Johnson City, TN
Lancaster, KY
Johnson City, TN
Springfield, TN

ATTACHMENT 2
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STATE OF TENNESSEE
DEPARTMENT OF HEALTH
D1VISION OF HEALTH LICENSURE AND REGULATIONS
OFFICE OF HEALTH CARE FACILITIES

710 HART LANE, IST FLOOR
NASHVILLE, TENNESSEE 37243
TELEPHONE (615) 741-6998
FAX (615) 253-1868

August 12,2013

KEN ROSS ARCHITECTURE, INC.
210 EAST WATAUGA AVENUE
JOHNSON CITY, TN 37601

RE Project Name OAKTREE HEALTH & REHABILITATION CENTER
Project Number 2013-05-06-03
City: MEMPHIS  County: SHELBY
Type Approval: Architectural Approval
NOTE: PROVIDE SPRINKLER DRAWING & HYDRAULIC CALCULATIONS

Dear C.W. PARKER:

The plans and specifications with notes for the referenced project appear ta be in compliance with all
applicable rules and regulations. This letter is your authority to begin construction in accordance with your
approved plans. This approval does not relieve the owner or architect of the responsibility for any code
deficiency which may have been missed during theplans review.

Final inspection requests shall be directed to Rick Gore at  (731)984-9684
a minimum of four (4) weeks prior to the date of the requested inspection. Prior to the final inspection,

a CD or DVD disc of the final approved plans (with Health Department and Engineers stamps) including
all shop drawings, sprinkler, hood and duct, calculations, addenda, specifications, etc., must be submitted
to the Plans Review Section. The storage container and the disc must be labeled with the project name,
assigned project number and county.

The final inspection will not be conducted until the CD/DVD disc is received and approved.

A set of approved plans containing the Department's approval stamp must be available on the job site at the
time of inspections.

If you have any questions, please contact the Plans Review Section for assistance.

Sincerely,
2 //f Q‘/%

ALAN MCCARTHY

Facilities Construction Specialist 111
Plan Review Section
Alan.Mccarthy@.tn.gov

cc: Owner/Administrator
Regional Administrator

ATTACHMENT 3



SEP 30°12PeliZ9

SIMMONS FIRST

PINE BLUFF, ARKANSAS / MEMBER FDIC

MARLA MITCHELL
Vice President

September 26, 2013

State of Tennessee

Health Services and Development Agency
500 Deaderick Street, Suite 850
Nashville, TN 37243

RE: Oaktree Health and Rehabilitation Center, LLC {“OHRC"})
Construction of new 90 bed nursing home located at 6500 Kirby Gate Baulevard, Memphis, TN

Dear Sirs:

Simmons First National Bank of Pine Bluff, Arkansas has approved loan funding in the amount of
$11,124,000.00 for the construction and permanent financing of a 90-bed skilled nursing facility located
in Memphis, Tennessee. The loan will close on or before October 31, 2013.

Should you have any questions, please feel free to contact me at (870) 541-1148 or
marla.mitchell@simmonsfirst.com.

Sincerely,

Marla Mitchell
Vice President

501 MAIN STREET / P. 0. BOX 70089 / PINE BLUFF, ARKANSAS 71611-7008 / (870) 541-1000
www.simmonsfirst.com ATTACHMENT 4



PROJECT COMPLETION FORECAST CHART

Enter the Agency projected Initial Decision date, as published in Rule 68-11-1609(c):

October 23, 2013 *

Assuming the CON approval becomes the final agency action on that date; indicate the
number of days from the above agency decision date to each phase of the completion

forecast.

PHASE

1. Architectural and engineering contract signed

2. Construction documents approved by the Tennessee
Department of Health

3. Construction contract signed

4. Building permit secured

5. Site preparation completed

6. Building construction commenced

7. Construction 40% complete

8. Construction 80% complete

9. Construction 100% complete (approved for occupancy
10. *Issuance of license

11. *Initiation of service

12. Final Architectural Certification of Payment

13. Final Project Report Form (HF0055)

ol
&
)
=
o
fax
ul
L]
iy
ANTICIPATED
DAYS DATE
REQUIRED (Month/Year)
S November 30, 2012
-—- August 12, 2013
_ August 26, 2013
30 November 2013
120 February, 2014
120 February, 2014
210 May 2014
330 September 2014
420 December, 2014
510 March, 2014
510 March, 2014
510 March, 2014
600 June, 2014

* For purposes of this modification request, the approval date is from

the date of the requested modification approval.

ATTACHMENT 5
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PROJECT COSTS CHARY
L.

]
A Construction and equipment acquired by purghtise:
]
1. Architectural and Engineering Fees g:‘
Ll

2. Legal, Administrative, Consultant Fees 7
3. Acquisition of Site
4. Preparation of Site
5. Construction Costs
6. Contingency Fund

7. Fixed Equipment (Not included in
Construction Contract)

8. Moveable Equipment (List all
equipment over $50,000.00)

9. Other (Specify)

Original Estimate
Former Owner 2009

Currrent Estimate
CCC Memphis 2013

B. Acquisition by gift donation, or lease;
1. Facility (Inclusive of building and land)
2. Building Only
3. Land Only

4. Equipment (Specify)

5. Other (Specify)

C. Financing Costs and Fees:
1. Interim Financing
2. Underwriting Costs
3. Reserve for One Year's Debt Service

4. Other (Specify)

D. Estimated Project Cost

(A+B+C)

Cost Difference = $ 1,853,976.00
E. CON Filing Fee
F. Total Estimated Project Cost

(D&E)

250,000.00 $ 285,000.00

$50,000 $ 50,000.00

750,000.00 $ 983,605.00

3 1,086,500.00

5,670,000.00 $ 7,674,371.00
283,000.00 Incl. in Line A5

3 400,000.00 Incl. in Line A,5
$ 200,000.00 Incl. in line A,5
$ 500,000.00 $ 366,000.00
$ 397,000.00 Inc. in Line C,1
$ 120,000.00 $ 28,500.00
3 8,620,000.00 $ 10,473,976.00
$ 19,395.00 $ 45,000.00
$ 8,639,395.00 $% 10,518,976.00

Note: the "current:” filing fees represent the total fees paid by the previous owner and the current owner.

This is the maximum fee as set by HSDA Rules

ATTACHMENT 6



STATE OF TENNESSEE
Health Services and.

Certificate of Need No. CN0908-045AME is hereby granted under the provisions of
T.C.A. §68-11-1601, et seq., and rules and regulations issued thereunder by this Agency.

To:  Ameircare Long Term Specialty Hospital, LLC
3391 Old Getwell Road
Memphis, TN 38118

For: Ameircare Long Term Specialty Hospital, LLC d/b/a Americare Health and
Rehabilitation Center

This Certificate is issued for:  The partial relocation and replacement of a health care facility. Ninety
(90) of the two hundred thirty-seven (237) nursing home beds, which are all currently located at 3391
Old Getwell Road, Memphis (Shelby County), TN, will be moved to a new facility to be constructed on
an approximately 3.15 acre parcel of land The new facility will be owned, operated, and licensed in
the name of a separate, but affiliated entity known as Christian Care Center of Memphis, LLC and will
contain ninety (90) nursing home beds in approximately 49,500 square feet of space.

* These beds will not be subject to the 2009-2010 Nursing Home Bed Pool.

Modification: Modified pursuant to Rule 0720-10-.06(8) — This project was approved on November 18, 2009;
On December 15, 2010 the Agency granted a twelve (12) month extension from January 1, 2012 to January 1,
2013; on November 16, 2011 the Agency granted approval of transfer of ownership of Oak Tree Health &
Rehabilitation Center from AmeriCare to Christian Care Center of Memphis, LLC, and a twelve (12) month
extension from January 1, 2013 to January 1, 2014.

On the premises located at:  Corner of Kirby Pkwy. and Kirby Gate Blvd.
: Memphis (Shelby), TN 38118

For an estimated project cost of: $8,639,395.00

The Expiration Date for this Certificate of Need is

January 1, 2014

or upon completion of the action for which the Certificate of Need was granted, whichever

occurs first. After the expiration date, this Certificat(_o\f Need is null and void.
/

Date Approved:  November 16, 2011

Chairman

Date Issued: April 25, 2012 MM‘]\)\W

“Executive Director
HF-0022 (Rev.1/04) All Certificates of Need issued prior to this date are null and obsolete.







GENERAL COUNSEL’S REPORT
October 23, 2013

The Health Center of Nashville, Nashville (Davidson County), TN — CN1107-024A

Request for an eighteen (18) month extension of the expiration date from November 1, 2014
to May 1, 2016 and the following project modifications pursuant to the approval of CN1306-
022 which will relocate 60 of the 150 beds authorized by CN1107-024A:

*  Reduction of 60 beds from the 150 approved beds to 90 private beds;

*  Decrease in project cost by $2,381,950 from $23,894,100 to $21,512,150;

»  Other changes related to the footprint of the facility including (a) reduction in overall
square footage by 8,592 SF from 86,000 SF to 77,408 SF; (b) increase in therapy gym
space by 2,500 SF from 2,300 SF to 4,800 SF; (c¢) the addition of 3,400 SF of shelled
space for potential future growth. The Health Center of Hermitage, CN1306-022 is
pending to relocate 60 of the 150 beds authorized by CN1107-024A with an estimated
project cost of $23,894,100.

2008- Legislation enacted and codified at TCA § 68-11-1628 that authorized the
partial relocation of certain nursing home bed via the certificate of need process. The
legislation was specific to the circumstances regarding McKendree Manor which
contained 300 beds.

May 26, 2010 — Agency granted unanimous approval for CN1002-007A which
authorized the establishment of a new 150-bed nursing home by relocating 150 beds
from the 300-bed McKendree Manor pursuant to TCA § 68-11-1628. The new
facility was to be located on 2816 Old Hickory Blvd. in Nashville (Davidson
County).

September 28, 2011 — Agency granted unanimous approval for CN1107-024A for a
change of site/relocation for the approved but unimplemented CN1002-007A to Hwy
100 and Pasquo Road in Nashville (Davidson County) and also approved a three year
expiration date instead of the customary two.

This request is related to The Health Center of Hermitage, CN1306-022, in that 60 of
those 90 proposed beds would be relocated from the unimplemented CN1107-024
pursuant to TCA § 68-11-1631 which was enacted in 2012. This legislation was
specific to circumstances regarding this NHC facility and another one in
Murfreesboro, TN.

DEFERRED FROM THE SEPTEMBER MEETING
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August 30, 2013

VIA HAND DELIVERY

Jim Christoffersen, Esq.

General Counsel

Tennessee Health Services and Development Agency
161 Rosa L. Parks Boulevard, 3" Floor

Nashville, TN 37203

RE:  The Health Center of Nashville, CN1107-024A

Dear Mr. Christoffersen:

The purpose of this letter is to request modification of the certificate of need (“CON”) for
the project referenced above.

Background

On September 28, 2011, the Agency approved CN1107-024 for the establishment of a
150 bed nursing home to be constructed in Nashville on an unaddressed site at the intersection of
Highway 100 and Pasquo Road. The 150 nursing home beds addressed in the CON had their
origin in a facility that qualified under T.C.A. § 68-11-1628, which authorized certain existing
nursing home facilities to relocate a portion of their beds. In other words, the 150 nursing home
beds in CN1107-024A are not new nursing home beds, but are a relocation of beds that
previously existed in the market.

In 2012, the Tennessee General Assembly enacted legislation now codified at
T.C.A. § 68-16-1631. This statute authorizes, among other things, the partial relocation of a
portion of the beds in a facility that is authorized under an unimplemented CON that was issued
on the basis of § 68-11-1628. In other words, § 68-16-1631 authorizes the issuance of a CON to
relocate part of the 150 beds that are covered by CN1107-024A.

A CON application has been filed pursuant to § 68-16-1631 (CN1306-022) to relocate 60
of the 150 beds authorized under CN1107-024A to a facility to be constructed on Bell Road; this
application also requests an additional 30 beds. The application was deemed complete in July
and it is scheduled to be heard by the Agency at its meeting on September 25, 2013. If the
Agency approves CN1306-022, the size and scope of CN1107-024A will change materially, thus

this request for modification.

The Pinnacle at Symphony Place DanN H. ErLroD T615651.6700
150 3rd Avenue South, Suite 1600 615.651.6702 F615.651.6701
Nashville, TN 37201 dan.elrod@butlersnow.com www. butlersnow.com
17491902v1

BuTLER, SNOW, O’MARA, STEVENS & CANNADA, PLLC



Jim Christoffersen, Esq.
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Requested Modification

If the Agency approves CN1306-022, then we respectfully request that CN1107-024A be
modified to reduce the size of the project to 90 beds rather than 150 beds and to reduce the
estimated project cost from $23,894,100 to $21,512,150. The key features of the requested
modification are as follows:

e The size of the facility will be reduced from 86,000 sq. ft. to 77,408 sq. ft.

e All of the 90 beds will be in private rooms; the current 150-bed project is based
on 38 private rooms, 41 companion suites and 15 semi-private rooms.

e The therapy gym in the modified facility will increase in size to 4,800 sq. ft.,
compared to 2,300 sq. {t. in the current design. The increased size of the therapy
gym is needed to support the focus of the facility on post-acute rehabilitation

SEIVICES.

» The modified facility will include 3,400 sq. ft. of shelled spaced for potential
future growth.

In support of this request, we are enclosing attachments as follows: (1) new project cost chart for
the 90 bed facility and architect’s letter confirming the construction cost estimate; (2) a square
footage chart for the 90 bed facility; and (3) projected data charts for the first two years
following completion.

We also request that the expiration date for the CON be extended by eighteen (18)
months from the current expiration date of November 1, 2014, to May 1, 2016. Substaritial
progress toward completion has been accomplished through purchase of the site (which was
originally only under an option) and by obtaining zoning changes, commitments from utilities
and an agreement with Metropolitan Nashville for off-site traffic improvements. Total
investment toward completion of the project is approximately $2,600,000, which includes
property acquisition, architectural, engineer and legal fees.

Construction of the project has been delayed because of the desire to relocate 60 of the
beds to another site. Facility plans cannot be submitted to the Department of Health until the
relocation of 60 beds has been approved by the Agency and the scope of CN1107-024A has been
modified accordingly. The requested extension will provide ample time to complete construction
of the project.

In connection with the request for an extension, we are enclosing a filing fee of
$33,750.00,which is 75% of the original filing fee of $45,000.

17491902v1
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We would appreciate this request being scheduled for consideration by the Agency at its
meeting on September 25, 2013. Please let us know if you have any questions or need additional

information.

Very truly yours,

BUTLER, SNOW, O'MARA, STEVENS &
CANNADA, PLLC

clw
Attachments
cc: Bruce Duncan

17491902v1
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The Place at the Trace

PROJECT COSTS CHART

A. Construction and equipment acquired by purchase:

1.

2.

3.

8.

9.

Architectural and Engineering Fees

Legal, Administrative, Consultant Fees

Acqusition of Site (Builiding, including estimated closing costs)

. Preparation of Site

Construction Costs

Contingency Fund

Fixed Equipment (Not included in Construction Contract)
Moveable Equipment (List all equipment over $50,000)

Other (Specify) Landscaping, pre-opening, impact fees

B. Acqusition by gift, donation or lease:

1.

2.

Facility (Inclusive of building and land)
Building Only
Land Only

Equipment (Specify)

. Other (Specify)

C. Financing costs and Fees:

1.

2.

3.

4.

Interim Financing
Underwriting Costs
Reserve for One Year's Debt Service

Other (Specify)

D. Total Estimated Project Cost
(A+B+C)

E. CON Filing Fee (Extension)

F. Total Estimated Project Cost
(D+E)

LE
0~
&
£
=
1]
e
P
St

808,600

92,800

1,040,000

2,434,300

13,647,000

678,500

876,500

950,400

402,000

548,300

21,478,400

33,750.00

$ 21,512,150




NHC Place at the Trace

Project Costs Charts Assumptions

Architectural/Engineering

Architect $ 644,800
Civil and Landscaping 51,700
Landscape Architect 6,900
Materials testing 55,000
Test & balance study 50,200

Total $ 808,600

Fixed Equipment
Kitchen, Laundry, Asst. Bathing, Sighage & Miscellanec $ 876,500

Other Costs
Landscaping $ 243,000
Impact Fees ) 78,000
Start up costs (pre-opening) 81,000

Total $ 402,000




Johnson + Bailey Architects P.C.

August 28, 2013

Mr. Bruce Duncan’

National HealthCare Corporation
100 East Vine Street”
Murfreesboro TN 37130

Re:- . rThe Place at t_he Trace

Dear Bruce

o Based upon anew. construchon total bmldlng area of- 77 408 sq. ft., |t IS my opmlon based upon- )
. recently completed similar projects, that the’ total constructlon costs for the referenced project -

. should be '$13,647,000 or, approximately $176 50 per sq ft. excluswe of - snte development
".equment and othersoftcosts. =~ . ) _

._ The pians have been desrgned in comphance with fhe apphcable bu;ldlng and llfe safety codes andl
- to the requirements specified in the Iatest adopted edmon of the Gurdellnes for the. DeSIQn and

o Constructlon of Health Care Facnlltles

. Please advnse if you reqUIre any: addltlonal mformatlon relatlve to constructlon costs for th|s prolect

: .Slncerely,

a

JO_HNSON + BAILEY ARCHITECTS P. C

“James H. BaleylllAlA .
- Presndent e

City Center » Suite 700

100 East Vine Street '

Murfreesboro, Tennessee 371 30
615 890 4560 = FAX 615 890 4564
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SQUARE FOOTAGE AND COST PER SQUARE FOOTAGE CHART

Proposed Proposed Final Proposed Final
A. Unit/ Department Existing Existing Temporary Final Square Footage Cost/ SF
Location SF Location Location Renovated New Total Renovated New Totz|
Admin 3,594
Kitchen 1,508 BE
Employee Break 297 5254248
Laundry 746 5695
Storage/Central Supply 638 g 2460
Housekeeping 195
Classroom To
Bezuty/Barber 294 3813
PT/OT/Speech 5,008 912
Nursing Support 3,305 : 08¢
Dining/Rec 6,640 : €0
Sun Room 550 ?
Public/Staff Tollets 245 7
Patient Rms & Baths 32,571 B2
B. Unit/Depart. GSF
Sub-Total 55,591 {

C. Mechanical/

Electrical GSF 1,853 >
D. Circulation

/Structure GSF 19,462
E. Maintenance - 502 SAABIE0 _..wum
F. Total GSF 77,408 $176.30 $13,647,000
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The Place at the Trace

PROJECTED DATA CHART

et
20

PHZ:

=)
[u3

AUG 3071

Give information for the two (2) years following completion of this propasal. The fiscal year

begins in November (Month).

A. Ulilization Data (Specify unit of measure) (Patient Days)
(Specify unit of measure) (% Occupancy)

B. Revenue from Services lo Patients

. Inpatient Services

.. Outpatient Services

. Emergency Services

. Other Operating Revenue (Specify)

AWN 2

Gross Operating Revenue $

C. Deductions for Operating Revenue
1. Contractual Adjustments

2. Provision for Charity Care
3. Provisions for Bad Debt

Total Deduclions

Nov-16 Nov-17
17,306 31,211
52.68% 95.01%

$8,165,303 $15,389,049

8,165,303 $ 15,389,049

$  (2,580,619)

$ (5,015311)

(3,166) (5,854)
(10,762) {20,017)
$  (2,594,547) $  (5,041,182)

NET OPERATING REVENUE $ 5,570,756 $ 10,347,867
D. Operating Expenses
1. Salaries and Wages $ 2,550,092 $ 3,662,636
2. Physician's Salaries and Wages 60,001 61,800
3. Supplies 96,758 180,037
4. Taxes 198,887 204,854
5. Depreciation 690,512 690,512
6. Rent
7. Interest, other than Capital
8. Management Fees T
a. Fees to Affiliates 167,123 310,436
b. Fees to Non-Affiliates _
9. Other Expenses (Specify) - SEE ATTACHED SCHEDULE 3,264,840 5,159,858
Total Operating Expenses _$§ 7,028,213 $ 10,270,133
E. Other Revenue (Expenses)—-Net (Specify) B
NET OPERATING INCOME (LOSS) $  (1,457,457) $ 77,734
F. Capital Expenditure
1. Retirement of Principal
2. Interest .
Total Capital Expenditures $ - ) -
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES $  (1,457,457) $ 77,734




PROJECTED DATA CHART SUPPLEMENT
NHC Place at the Trace
PROJECTED DATA

YEAR 1
Salaries Other Total
Inhalation Therapy $ 26,097 $ 26,097
Occupational Therapy 292,916 292,916
Physical Therapy 324,429 324,429
Speech Pathology 73,240 73,240
Pharmacy 397,322 397,322
Lab and Radiology 76,401 76,401
IV Therapy 44,710 44,710
Nursing Service 1,633,814 634,234 2,268,048
Social Service 104,042 28,141 132,183
Activities 74,993 19,423 94,416
Dietary 226,907 215,827 442,734
Plant Operations 89,130 353,248 442,378
Housekeeping 111,865 49,508 161,373
Laundry and Linen 50,517 27,168 77,685
Medical Récords 68,979 33,349 102,328
Adminstrative and General 189,845 668,827 858,672
Totals $2,ﬁ5_50,092} $3,264,840 $ 5,814,932




PROJECTED DATA CHART SUPPLEMENT
NHC Place at the Trace

Inhalation Therapy
Occupational Therapy
Physical Therapy
Speech Pathology
Pharmacy

Lab and Radilology
IV Therapy

Nursing Service
Social Service
Activities

Dietary

Plant Operations
Housekeeping
Laundry and Linen -
Medical Records
Adminstrative and General

Totals

PROJECTED DATA

YEAR 2
Salaries Other Total
$ 48724 $ 48,724
569,399 569,399
579,912 579,912
149,605 149,605
739,461 739,461
141,925 141,925
83,104 83,104
$2,394,778 814,325 3,209,103
154,378 48,808 203,186
63,603 27,518 91,121
303,446 377,157 680,603
91,358 358,639 449,997
231,443 96,847 328,290
81,950 48,113 130,063
86,239 58,079 144,318
255441 1,018,242 1,273,683
$3,662,636  _$5159,858 _§ 8,822,494




STATE OF TENNESSEE
Health Services and Development Agency

Certificate of Need No._ CN1107-024A is hereby granted under the provisions of
T.C.A. § 68-11-1601, et seq., and rules and regulations issued thereunder by this Agency.

To: National HealthCare Corporation
100 Vine Street, 12th Floor
Murfreesboro, TN 37130

For:  The Health Center of Nashville

This Certificate is issued for: Change of site/relocation of CN1002-007A for the construction
of a 150 bed nursing home.

On the premises located at:  Unaddressed site at Southeast quadrant of Highway 100
and Pasquo Road
Nashville (Davidson County), TN 37221

For an estimated project cost of: $23,894,100.00

The Expiration Date for this Certificate of Need is

November 1, 2014

or upon completion of the action for which the Certificate of Need was granted, whichever
occurs first. After the expiration date, this Certificate of Need is null and void.

Date Approved:_ September 28, 2011 Of\/\i @ }\M\ L‘H %vs \A

Chairman

Date Issued: October 26, 2011 \MMU\M

Executive Director

HF-0022 (Rev.1/04)



STATE OF TENNESSEE
Health Services and Development Agency

Certificate of Need No.  CN1002-007A is hereby granted under the provisions of
T.C.A. § 68-11-1601, ef seq., and rules and regulations issued thereunder by this Agenacy.

To: The Health Center of Nashville, LLC
100 Vine Street
Murfreesboro, TN 37130

For: The Health Center of Nashville, LLC

This Certificate is issued for: A change of site/relocation of 150 beds from McKendree
Village, 4347 Lebanon Road, Hermitage (Davidson Co.) TN 37076 to 2816 Old Hickory
Boulevard, Nashville (Davidson Co.), TN 37221. Pursuant to T.C.A. § 68-11-1628, the
proposed site will be a newly constructed 150 bed nursing home located on approximately 50
acres. The Health Center of Nashville will be certified for both Medicaid and Medicare

participation.

On the premises located at: 2816 Old Hickory Bivd.
Nashville (Davidson County), TN 37221

For an estimated project cost of: $23,320,300.00

The Expiration Date for this Certificate of Need is

July 1, 2012

or upon completion of the action for which the Certificate of Need was granted, whichever
occurs first. After the expiration date, this Certificate of Need is null and void.

( () Vi J {,QUM I

Chairman

\\_\J\\B&m\“ﬁ\J\B\_*\ Ay

Executive Director

Date Approved: May 26, 2010

Date Issued: June 23, 2010

HF-0022 (Rev.1/04)



68-11-1628 HEALTH 388

68-11-1628. Relocation of beds — Requirements — Certification Sta-
tus.

(a) Any existing licensed and operating nursing home may relocate less

than all of its licensed beds to a new location or site if the following conditions
are satisfied:

(1) The original facility has maintained an average annual occupancy rate
for all licensed beds of at least eighty-five percent (85%) as reported on the
Jjoint annual reports for the calendar years 2006 and 2007;

(2) The proposed location for relocation of beds is within the original
facility’s service area;

(3) The original facility is part of a continuin g care retirement community
that offers long term care, including services that included skilled nursing
facility (SNF) services, assisted living and independent living;

(4) The original facili ty is licensed for more than two hundred ninety (290)
beds by the department of health and was certified within the preceding
twelve (12) months for medicaid and medicare participation; and

(5) An application for the relacation of the beds is filed with and approved
by the health services development agency pursuant to this part,

(b) Any beds relocated to a new location shall initially have the same
medicaid certification status that the original, existing nursing home relocat-
ing its beds maintains when the certificate of need is granted allowing the
movement of beds. g .
*(¢) Nothing in this section shall affect a certificate of need project filed before
June 3, 2008. ' ft e T ., '

History. . y
. Acts 200_8, ch. 1089, § 2; 2009, ch. 51, § 1.

68-11-1629. Conditions for relocation of beds by an existing licensed
and operating nursing home. :

(a) Any existing licensed and operating nursing home may relocate all or
fewer than all of its licensed beds to no more than two (2) new locations if the
following conditions are satisfied: ' o
(1). The original facility is subject to a condemnation. p'roceedingz by a

railroad that has a property interest in' property adjacent to the facility’s
property; o

(2) The original facility is licensed for more than two hundred thirty (230)
beds by the department of health and is certified for medicaid and medicare
participation; ’ . .

(3) Any propoesed location for relocation of beds is within the original
facility’s service area; and

(4) One (1) or more applications for the relocation of the beds is filed with
and approved by the health services development agency pursuant to this
part.

(b) Nothing in this section shall affect a certificate of need project filed before

April 9, 2009.
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HEALTH FACILITIES AND RESOURCES 68-11-1631

o1
§ 1. services” for “department of mental health” in
(dX(8).
Amendments. ) .
dment substituted “depart- Effective Dates.’

The 2012 amen

ment of mental health and substance abuse Acts 2012, ch. 575, § 3. July 1, 2012.

68-11-1628. Relocation of beds — Retjﬁirements — Certification Sta-

tus. :

Section.to Section References. )
This section is referred to in § 68-11-1631.

A R N T AP AS T
fain nursing home facili-

{ o

68-11-1651"" Qualified partial relocation of ter
ties. . o TR AT
(a) Notwithstanding any other law, the agency shall considera certificate of
need application for a qualified partial relocation of a nursing home facility.
(b) A certificate of need application for a qualiﬁeﬁ"pari;ia]"rclbc"ati'éi'l of a
nursing home facility refers only to the following circumstances:
(1) The holder of an unimplemented certificate of .need issued under
§ 68-11-1628, priot to January 1, 2012, seels to relocaté withis| the same
county a portion of the nursing hoitie beds that areth&,é?;ﬁeqt*éf the
unimplemented certificate of need; or kit :
(2) ‘An existing nursing home facility'seeks to relocate to a nq;y?.r'si't,e w;thm
the sagne cqupty,up o filly prcept, (5070 of is pxlting NeEpd, pbeeine
home beds; _Erowd ed, that the niursing ome facility .réget,Sj all'of t h?{:ofﬂe_mng
eriteria:tt T . v eV B S b ¢ TN A R LR b |
(A) The nursing home facility has at least one hundred eighty (180).
licensed beds; = vi LT Yo v ud g Ull;- L et
(B): The nursing home facility has operated for atileast. twenty-five (25)
years at a location within five hundred feet (500'),0f a-generalacute care -
hogpital that has more:than two hundred (200) licensed bedsyrand .
()i The general acute care hospital relocated to a new site within the
. same county and more than two (2) miles from its previous location.«td
(¢) Anapplicationfor a-qualified partial relo¢ation:of anursing home facility

that does not'seek to increase the number of licensed beds from the number of
ment and considered by the

beds to be relocated shall be reviewed by the depart
68-11-1609(b), and shall not be'considered new nursing

L of §§ 68-11:1621 and 68-11-1622 shall not apply to an
artial relocation of a nursing home facility’

a qualified partial relocation of a nursing home
number of beds

.agency pursuant to §
home beds. The criteriz
application for a qualified p

(d) If an application for
facility seeks to increase the number of licensed beds from the
to be relocated, that portion of the application that increases the number of
beds shall comply with § 68-11-1622, and shall be considered new nursing
home beds. The remaining part ol the application relative to the qualified
partial relocation shall be reviewed by the department and considered under

the criteria set out in subsection (c).

History. Effective Dates. - ; :
Acts 2012, ch. 618, § 1. Acts 2012, ch. 618, § 2. March 23, 2012.







GENERAL COUNSEL’S REPORT
October 23, 2013

Parkridge Valley Adult Services, Chattanooga (Hamilton County), TN — CN1202-007A
Request for a $2,134,476 project cost increase from $6,762,605 to $8, 889,399. The cost
increase has been necessitated primarily by 1) significant mold problems requiring removal,
and in some cases, gutting and rebuild of the interior; changes mandated by the Tennessee
Department of Health; more extensive renovation and outfitting than had been anticipated;
and resulting increases in architect and engineering fees.

This project was approved on May 23, 2012 for the following: 1) The relocation of 48 adult
psychiatric beds from Parkridge Valley Hospital and 2) the relocation of 16 geriatric
psychiatric beds from Parkridge Medical Center by 9-0 unanimous vote. The project is
complete, and patients are being served.
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STITES&HARBISON

R SR RTE s ] oo
A0 1 0 @ | (Emf 5 td SunTrust Plaza
v 401 Commerce Street
L Suite 800
- Nashville, TN 37219
[615] 782-2200

[615] 782-2371 Fax
www.stites.com

September 27, 2013

Jerry W, Taylor
(615) 782-2228
_ , (615) 742-0703 FAX
Melanie M. Hill jerry.laylor@stiles.com

Executive Director

Tennessee Health Services and Development Agency
Frost Building, 3rd Floor

161 Rosa L. Parks Boulevard

Nashville, TN 37243

RE: Parkridge Valley Adult Services
CN1202-007A

Dear Ms. Hill:

This is to request approval of an increase in the estimated project cost in the amount of
$2,134,476.00 for a total approved project cost of $8,889,399.00 (exclusive of filing fees). The
reasons for the cost increase are varied, and are summarized below. Attached as Attachment 1 is
a modified Project Cost Chart comparing the originally approved cost to the current costs.

This project was one of three CONs granted to Parkridge Medical Center, Inc. on May
23, 2012 (CN1202-005A, CN1202-006A, and CN1202-007A). The cumulative effect of the 3
CONs was nothing short of a re-configuration of the delivery system of psychiatric services for
children and adults in the southeast Tennessee region. The overall project was prompted by the
abrupt and unexpected closure of a free-standing psychiatric hospital with 32 inpatient
psychiatric beds at a facility then known as Cumberland Hall in Chattanooga. Parkridge came
forward to fill the void in services and beds created by the closure of Cumberland Hall. No
opposition was filed to any of these projects.

The three CONSs authorized a combination of bed conversions, re-distributions and
additions, as well as the purchase of the entire building and campus of the former Cumberland
Hall, by Parkridge. This allowed for the segregation of child and adolescent psychiatric patients
on one Parkridge campus (Parkridge Valley) and the adult psychiatric patients on a separate
Parkridge campus (Parkridge Valley Adult Services), the latter of which was the former
Cumberland Hall campus. It also allowed for additional child and adolescent psych beds, a
desperately needed service for which Parkridge is the only provider in the region.

This request for approval of a cost increase directly relates only to the Parkridge Valley
Adult Services project. When the CON was approved, the Cumberland Hall facility had been
shut down for months, and in that time significant mold problems had occurred within the
structure. While Parkridge was aware of the mold problems and had received a cost estimate
from a mold remediation specialist, the full extent of the mold problem as well as other issues

18664N:131342:1018714:1:NASHVILLE

Alexandria, VA Atlanta, GA Frankfort, KY Franklin, TN Jeffersonville, IN Lexington, KY Louisville, KY Nashville, TN



STITES & HARBISON ruc

ATTORNEYS

Melanie M. Hill
September 27, 2013
Page 2

with the physical plant were not discovered, and/or the extent of the problems were not fully
appreciated, until actual renovation of the facility was undertaken.

As an illustration of this category of problems that contributed to the cost increase, in
some of the building areas the extent of the mold was so severe it was necessary to completely
“gut” the interior area and re-build, rather than attempt to remove the mold from the existing
walls, ceilings, floors and furnishings. This is why the current mold “remediation” cost is lower
than originally estimated, but the current “construction” costs are much higher than originally
estimated. In addition, some changes resulting in construction cost increases were required as a
result of the Department of Health’s review of the final plans. As reflected on Attachment 1 the
total combined cost of “construction” and “mold remediation” (Lines A, 5 & A, 9) increased
from $1,975,202 to $2,987,816.

It was also later determined that in order for the new Adult Services campus to meet the
high expectations of patient comfort and care of the HCA Tri Star Health System, much more
extensive renovation and outfitting (furniture, fixtures and equipment) was required than
originally estimated. As reflected on Attachment 1, this resulted in the total combined cost of
fixed and movable equipment (Lines A, 7 & A, 8) to increase from $945,830 to $2,190,669.

The other area of significant cost increase was the A & E fees, which increased from a
relatively nominal $25,000 to $185,914. This was a result of additional A & E services required
by the significant changes in construction/renovation plans, as well as certain changes required
as a result of the Department of Health’s review of the final plans.

This project is complete as of now, and patients are being served. The full extent of the
cost overrun, and the fact that it would require Agency approval was an oversight and was not
realized until the Final Project Report was being prepared. We apologize for the oversight and
assure the Agency it was not intentional.

It is my understanding the additional filing fee for the cost increase is to be paid upon the
filing of the Final Project Report. If this is not correct, please let me know and the fee will be
submitted. Please put this request on the agenda for the October 23 meeting. I and other
representatives of Parkridge will be there to answer any questions the members may have.
Thank you.

Sincerely yours,

STITES- & TIARBISON, PELC

18664N:131342:1018714:1:NASHVILLE



A. Construction and equipment acquired by purchase:

1

2.

3.

9.

PROJECT COSTS CHART

. Architectural and Engineering Fees
Legal, Administrative, Consultant Fees,
Acquisition of Site

Preparation of Site

. Construction Costs

. Contingency Fund

Fixed Equipment (Not included in
Construction Contract)

Moveable Equipment (List all
equipment over $50,000.00)

Other (Specify) Mold Remediation

Original Currrent

25,000.00 § 185,914.00

20,000 § 25,000.00

3,500,000.00 % 3,500,000.00

=1.482:20200 % _ .2,905,007.00,,

288,891.00 Incl. in Line A5

3 1,508,409.00

945,830.00 % 682,260.00

492,000.00 % 82,809.00

B. Acquisition by gift donation, or lease:

1.

2.

3.

4.

5.

C. F

1.

2.

38

4.

Facility (Inclusive of building and land)
Building Only
Land Only

Equipment (Specify)

Other (Specify)

inancing Costs and Fees:

Interim Financing

Underwriting Costs

Reserve for One Year's Debt Service

Other (Specify)

D. Estimated Project Cost
{A+B+C)

Cost Difference = $ 2,134,476.00

6,754,923.00 $  8,889,399.00

E. CON Filing Fee

F. fl

otal Estimated Project Cost

(D & E)

15,198.58 § 20,015.15

6,770,121.58 $ 8,909,414.15

Note: "Current” filing fee includes an additional $4802.57 for the increased project cost.

Attachment 1



STATE OF TENNESSEE
HEALTH SERVICES AND DEVELOPMENT AGENCY
The Frost Building, Third Floor
161 Rosa L. Parks Boulevard
Nashville, TN 37243
615/741-2364:

~ ANNUAL PROGRESS REPORT
ANNUAL REVIEW FOLLOWING CERTIFICATION

Project Name: |Parkridge Valley Adult Services. - . | centificate of Nesd # [CN1202-007A |

Legal OwnerParkridge Medical Center, INc. |  ppproval Date:|May 23, 2012 |

Project Description:

Transfer of 48 adult psychiatric beds from Parkridge Valley and 16:geriatric psychiatric beds
from Parkridge Medical Center to a new campus located at 7351 Standifer Gap Road. The new
campus will have 84 adult psychiatric beds and will be a satellite of Parkridge Medical Center.

»+pLEASE SUBMIT EVIDENCE TO. SUPPORT EACH ANSWER****
In a brief narralive, please describe the current stage:of completion for the project (use another shest of paper
if necessary). Please note that this report will not be considered complete without this information.

Please see the attachmient,

A, CONSTRUCTION PROJECTS

1, Anticlpated date of project completion. [June 12, 2013
Provide written confirmation from the contractor documenting the stage of construction at the current time,

If proposed construction costs have increased over ten (10%) percent pléase provide information as an
attachment to this form. Please note that such an overrun could regqulre additional action before the
Agency.

B. NON-CONSTRUCTION PROJECTS

1. Anticipaled date of service implementation, acquisition or operation of the facility or eguipment as certified.

2. Pravide wrilten confirmation from.the institutional representalive verifying the occupancy/opening date for
the service, equipment, or fagility,

: | 223 20 |

Signature_oDAuthorized Agent-dr Chief Operating Officer Date

HSDA-D054 (Revised 1/07 — Allforms prior to this date are obsolele)




Attachment to Anntial Progress Report

Parkridge Valley Adult Services
‘CN1202-007A

This project is complete, However, as the Final Project Report was being prepared, we reslized
the cost overrun was in an amount sufficient to require the approval of the Agency., A request
for modification and project cost increase will be filed in September, 2013. If the modification
and cost increase is approved, a Final Project Report will be filed shortly thereafter,




STATE OF TENNESSEE
Health Services and Development Agency

Certificate of Need No._ CN1202-007A is hereby granted under the provisions of
T.C.A. § 68-11-1601, ef seq., and rules and regulations issued thereunder by this Agency.

To: Parkridge Medical Center, Inc.
2333 McCallie Avenue
Chattanooga, TN 37421

For: Parkridge Valley Adult Services

This Certificate is issued for: 1) The relocation of 48 adult psychiatric beds from Parkridge
Valley Hospital at 2200 Morris Hill Road, Chattanooga (Hamilton County), TN to a new campus
to be called Parkridge Valley Adult Services, located at 7351 Standifer Gap Road,
Chattanooga (Hamilton County), TN; and 2) the relocation of 16 geriatric psychiatric heds from
Parkridge Medical Center located at 2333 McCallie Avenue, Chattanooga (Hamilton County),
TN to the new Adult Services campus. Parkridge Valley Adult Services will operate as a 64
bed satellite hospital of Parkridge Medical Center.

On the premises located at: 7351 Standifer Gap Road
Chattanooga (Hamilton County), TN 37421

For an estimated project cost of: $6,762,605.00

The Expiration Date-for this Certificate of Need is

July 1, 2015

or upon completion of the action for which the Certificate of Need was granted, whichever
occurs first. After the expiration date, this Certificate of Need is null and void.

Jum KNUQ"”
Date Approved:___May 23, 2012 (\ @

Chairman

Date Issued: _ June 27, 2012 \)\)\'\%}\N\Q&Q—M

Executive Director

HF-0022 (Rev.1/04)
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